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AGRIZMZNT =HC ’:AN C: MERGEF ‘hereinaiftar zalled
this "3jgrseme--"', zatea z35 cof uanuary 4, 1998, z=mong

Southern MNew ZIngiing Teleccmmun; ations Corporaction, a
Connecticut -:=roo

c.2n  the "Zompanvy"). SBC Communications
Inc., a Delaware rooracion ("SBC"), and SBC (CT), Inc., a
Connecticut c-srpcratis

=fod - 7 and a wholly-owned subsidiary of SBC
("Merger Sab"'.

-
za
~on
-
-

za

RECITALS
WHESZ:Z, the respective boards of directors of
each of SBC, !lerger Zut and che Company have apprcved the

merger of Merger Zub witlh and into the Company .the
"Merger") and adoptea this Agreement;

n

WHEFZAS, - .s intended that, for Zederal income
tax purposes, :the Hderger shall qualify as a "tax-free"
reorganizaticn under the provisions of Section 36B8(a) of the
Internal Revenue Code ~f 1986, as amended, and the rules and
regulations cromulgacted thereunder (the "Cpde”)

WHEREAS, for financial accounting purposes, it is
intended that :the Merger shall be accounted for as a
"pooling-of-interests"; and

WHESEAS, as an inducement to the willingness of
SBC to enter :into this Agreement, the board of directors of
the Company has approvea the grant to SBC of an option to
purchase shares of common stock of the Company pursuant to &
stock option agreement, substantially in the form of Exhibit
A (the "3Jrock oOprion Agresmept”), and each of the Company

and SBC have duly authorized, executed and delivered the
Stock Option Agreement: and

WHEREAS, the Company, SBC and Merger Sub desire to
make certain representations, warranties, covenants and
agreements in connection with this Agreement.

NOW, THEREFORE, in consideration of the premises,
and of the representations, warranties, covenants and

agreements ccntained herein, the parties hereto agree as
follows:

NY12523: 131830.10



ARTZIZLzZ =

The iterger; Zlosing; Zffecteve Tlme

SR ke ferger. Upon the T2rms &nd subject to
the conditizns s2t Iirtn in this Agreement, at the Zffecrtive
Time (as defined i Section 1.3) Merger Sub shall be merged
with and into the Company and the separate corporate
existence cf Merger Sub shall thereupon cease. The Company
shall be the surviving corporation in the Merger (somecimes
hereinafter -eferred to as the "Surviving Corporatizn”) and
shall continue =5 be governed by the laws of the State of

Connecticut, ind the Merger shall have the effects specified
in the Connecz:zut Susiness Corporation Act (the "CRBCA™).

1.2, Zeasinz. The closing of the Merzer (the
"Closing”! snail -ake pilace (i) at the cifices of Sullivan &
Cromwell, 125 Broad Street, New York, New York 10004 at
9:00 A.M. local :time on the second business day after the
date on whizh the last o be fulfilled or waived of the
conditions szet Zorth in Article VII (other than those
conditions that by their nature are to be satisfied at the
Closing, but subject to the fulfillment or waiver of those
conditions) shall be satisfied or waived in accordance with
this Agreement or (ii) at such other place and time and/or
on such other date as the Company and SBC may agree in
writing (the "Zlgsing Dare™).

1.3. Effactive Time.
following the Closing,

As soon as practicable

the Company and SBC will cause a
certificate =f merger (the "Certifircara ~f Marzar"' to be

signed, acknowiedged and delivered for filing with cthe
Secretary of the State of Connecticut as provided in
Section 33-819 of the CBCA. The Merger shall become
effective at the time when the Certificate of Merger shall

have become effective in accordance with the CBCA (the
"ELfecrive Time").

NY12528: 121850.10 -2-
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£ Zncorpecraticn and Sy-~Laws
Surviving Corporaticn

2.5, he Tave-fisacta A€ Tacar=azatin. The
certificate of lncorporation of the Company as in effect
immediately crior <> the tffective Time shall be the
certificate of inccrroration of the Surviving Corporation
(the "Zharzer"', until duly amended as provided therein or
by applicable law, 2xcept that (i) Section 3 of the Charter
shall be amended to read in its entirety as follows: "The
authorized capital stock of the Corporation shall consist of
one thousand shares of common stock having a par value of
one dollar per share.", and (ii) Section 4 of the Charter
shall be amended to reaa in its entizety as follows: "The
number of directors of the Corporation shall be fixed from
time to time by the Board of Directors or the Shareholders

in accordance with the By-laws of the Corporation. A

director shall hold office until the next annual meeting of

shareholders cf the Corporation following his election and
until his successor shall be elected and shall qualify.”

2.2. The 8y-taws. The by-laws of the Company in
effect at the Effective Time shall be the by-laws of the
Surviving Corporation (the "By-Laws"), until duly amended as
provided therein or by applicable law, except that the
By-Laws shall be amended as set forth in Exhibir B.

ARTICLE III
Officers, Directors and Management

3.1. Direcrors of Survivipng Corporation. The
directors of Merger Sub at the Effective Time shall, from
and after the Effective Time, be the directors of the
Surviving Corporation until their successors shall have been
duly elected or appointed and shall have qualified or until

their earlier death, resignation or removal in accordance
with the Charter and the By-Laws.

3.2. Qfficers of Surviving Corporation. The
officers of the Company at the Effective Time shall, from

and after the Effective Time, be the officers of the
Surviving Corporation until their successors shall have been
duly elected or appointed and shall have qualified or until

NY12525: 181850.10 -3-



si1ze of :its

...... cesiznaticn cr -emoval in accsrdance
with tihe Charzsr znd the ty-iaws.
3.2 Tlamesam ~a CREO? - GQE:' ~f Nramrrave At
the Zffecz-vs T_ xe :I <ne Herger, ZBC :=nall increase the
h]

2Z Cirectcsrs bty one. The nominee Zor such
orsnip shall be selected by the SBC 3Soard
of Directors in consuitation with the Chief Executive
Officer and Board of Directors of the Company frem among the
members of the Company’s Board of Directors (the "DQiracesr
Desigpes"), and the SBC Board of Directors shall appoint the
Director Designee to the SBC Board of Directors as of the
Effective Time, with such Director Designee to serve in the
director group determined in accordance with Article II of
the by-laws cf SBC as in effect on the date hereof until his
or her successor cshall have been duly elected or appointed
and shall have guailiZied or until his or her eariier deach,
resignation or removal in accordance with the certificate of
incorporaticn and the by-laws of SBC.

ARTICLE IV

Effect of the Merger on Capital Stock:
Exchange of Certificates

4.1. Effect on Capital Stock. At the Effective
Time, as a result of the Merger and without any action on
the part of the holder of any capital stock of the Company:

(a) Mercer ~~meiderstian. Each share 2f the
common stock, having a par value of one dollar per share
(each a "Company Share" and together the "Company Shares”),
of the Company issued and outstanding immediately prior to
the Effective Time (other than (i) Company Shares that are
owned by SBC or Merger Sub, (ii) Company Shares that are
owned by the Company, in each case (i) and (ii) not held on
behalf of third parties, or (iii) Company Shares
("Dissenting Shares") that are owned by shareholders
("Rissenting Sharsholders”) who satisfy all of the
requirements to demand payment for such shares in accordance
with Sections 33-855 through 33-872 of the CBCA
" (collectively, "Excluded Company Shares=")) shall be
converted into 0.8784 of a share (the "Exghange Ratig") of
Common Stock, par value $1 per share, of SBC ("SBC _Common
Stock™), subject to adjustment as provided in Section 4.4
(the "Merger “onsideration”). All references in this

NY12525: 181850.10 -4~



prTow.

agreement =s 237 Toimmen Itock to te issued pursuant O the
Merger shail 22 zeemen =: include -he correspcnding rights
("SBC 2ighw=""' =<2 pur=-zse szhares cf SBC Common Stock
pursuant o tne J2C Tights Agreement :(as defined In
Section Z.2(as.,

xcepz wnere -—he context otherwise
requires. At zne ZZfsctive Time, all Company Shares shall
no longer te cuts:tanaing, shall be cancelled and retired and
shall cease =- exist, znd each certificate (a "Qaxtilicate”)
formerly representing any Company Shares (other than

Exciuded Company Shares) shall thereafter represent only the
right to the Merger Consideration and the right, if any, to
receive pursuant o Section 4.2(d) cash in lieu of
fractional snares into which such Company Shares have been
converted pursuant =3 this Section 4.l(a) and any
distribution or divicend pursuant =o Section 4.2(b), in each

(b) Canceisarion of Sharee., Each Company Share
issued and ourstancing .mmediately prior to the Effective

Time and ownea Zirectly by SBC, Merger Sub or the Company

(other than shares heid for third parties) shall, by virtue
of the Merger and without any action on the part of the
holder thereof, no longer be outstanding, shall be cancelled
and retired without payment of any consideration therefor
and shall cease to exist. Dissenters’ Shares shall be

cancelled and retired at the Effective Time and paid for in
accordance with Section 33-865 of the CBCA.

(e) Restriz-ad Stock. Each Company Share
issued and ocutstanding :mmediately prior toc the Effective
Time that, after 3iving effect =0 any provision in the plans
referred to below providing for the termination or lapse of
any restriction resulting from the transactions contemplated
by this Agreement, is restricted under the Company's 1995
Stock Incentive Plan, Non-Employee Director Stock Plan or
1996 Non~Employee Director Stock Plan shall be converted
into a fraction of a share of SBC Common Stock equal to the
Exchange Ratio, having the same restrictions, terms and

conditions as were applicable to such Company Share of
restricted stock.

(d) Merger Sub. At the Effective Time, each
share of common stock, par value $1.00 per share, of Merger
Sub issued and outstanding immediately prior to the
Effective Time shall be converted into one share of common
stock of the Surviving Corporation, and the Surviving
Corporation shall be a wholly-owned subsidiary of SBC.

NY12528: 181850.10 -5=-



4.2. IXgoange -F “awe-fi-avae Zo2 Sh

grac.

fay fXcoanga Swacedqu-acs. Promptly after the
Effective Time. zhe Zurviving Corporation shall cause an

approval, which shal.
" )

not te unreasonably withheid ’'the
Excpange Sgent"', o

mail <o each holder of record of
Company Shares 'Sther than nolders of record of Excluded
Company Shares; ‘i) a letter of transmittal specifying that
delivery shail be effecred, and that risk of loss and title
to the CertiZicates shall pass, only upon delivery of the
Certificates !'or affidavizs of loss in lieu thereof) to the
Exchange Agent, such letter of transmittal to be in such
form and have such other crovisions as SBC and the Company
may reasonably agree, ana ‘ii) instructions for surrendering

the Certificztes _n excnange Zor 'A) uncertificated shares

- o wn dn wn w-

of SBC Common Stock :zegistered on the stock transfer books
of SBC in the name of sucnh holder (™ ' rad S : ‘)
or, at the election of such holder, certificates
representing shares crf SBC Common Stock and (B) any unpaid
dividends and other distributions and cash in lieu of
fractional shares. Subject to Section 4.2(g), upon
surrender of a Certificate for cancellation to the Exchange
Agent together with such letter of transmittal, duly
executed, the nholder of such Certificate shall be entitled
to receive in exchange therefor (x) Registered SBC Shares
or, at the election of such holder, a certificate,
representing that number of whole shares of SBC Common Stock
that such holder is entitled to receive pursuant to this
Article IV, (y) a check in the amount (after giving effect
to any required tax withholdings) of (A) any cash in lieu of
fractional shares pius (B) any unpaid non-stock dividends
and any other dividends or other distributions that such
holder has the right to receive pursuant to the provisions
of this Article IV, and the Certificate so surrendered shall
forthwith be cancelled. No interest will be paid or accrued
on any amount payable upon due surrender of the Certifi-
cates. In the event of a transfer of ownership of Company
Shares that is not registered in the transfer records of the
Company, the Registered SBC Shares or certificate, as the
case may be, representing the proper number of shares of SBC
Common Stock, together with a check for any cash to be paid
upon due surrender of the Certificate and any other divi-
dends or distributions in respect thereof, may be issued
and/or paid to such a transferee if the Certificate formezly
representing such Company Shares is presented to the
Exchange Agent, accompanied by all documents required to

NY12525: 181390.10 -g=
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appiicaplie
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szocx zransfizr -axes have ceen zaid. If any
s=c

Registered 33 Zhares or any certificare £or shares of SBC
Common Sheocx 13z T2 te issued in a name other than that ia

which the Czrzo.iizate surrendered in exchange therefcr s

registered, -t snall de g

& conditiosn ¢f such exchange that
the Person as defined below) requesting such exchange shall
pay any ctransfer =r other taxes required by reason of the
issuance cf Fegistered SBC Shares or certificates for
shares of S3C C“ommon Stock in a name other than that of the
registered hoider of the-Certificate surrendered, or shall
establish t©o the satisfaction of SBC or the Exchange Agent
that such tax has teen paid or is not applicable.

For zhe purroses of this Agreement, the term
"Pareon" snall mean any individual, corporation ‘incliuding
not-for-proiic;, general or limited partnership,
liability company, joint venture, estate, trust,
association, organization, Governmental Entity (as defined

limiced

-

in Section Z.1(b)) or other entity of any kind or nature.

(b) - 5 Wi ra Unev

Shares: Yoticg. (i) Whenever a dividend or other
distribution is declared by SBC in respect of SBC Common
Stock, the record date for which is at or after the
Effective Time, that declaration shall include dividends or
other distributions in respect of all shares issuable pursu-
ant to this Agreement. No dividends or other distributions
in respect of the SBC Common Stock shall be paid to any
holder of any unsurrendered Certificate until such Certifi-
cate is surrendered for exchange in accordance with this
Article IV. Subject to the effect of applicable laws,
following surrender of any such Certificate, there shall be
issued and/or paid to the holder of the Registered SBC
Shares or certificates, as the case may be, representing
whole shares of SBC Common Stock issued in exchange for such
Certificate, without interest, (A) at the time of such suz-
render, the dividends or other distributions with a record
date at or after the Effective Time and a payment date on ox
prior to the date of issuance of such whole shares of SBC
Common Stock and not previously paid and (B} at the
appropriate payment date, the dividends or other distribu-~
tions payable with respect to such whole shares of SBC
Common Stock with a record date at or after the Effective
Time but with a payment date subsequent to surrender. For
purposes of dividends or other distributions in respect of
shares of SBC Common Stock, all shares of SBC Common Stock

NY12525: 181250.10 _ -7~



to ce issued tursuant I3 rthe Me hai. be cdeemed _ssued
&nd cutstancins s ¢ <ne ZEffec :

e Tixe.

Holders =f unsurzendered

Cerzificates snail De entitled to vote aiter the ZIfasctive
Time at any meecing ci SBC stockhoiders with a record date
at cr after the Zffective Time the number of whole shares of
SBC Common Stock represented by such Certificates,

regardless of wnether such holders have exchanged their
Certificares. : S :

BRI
L=
'ﬂ

(c) are,. After the Effective Time, there
shall be no transfers on the stock transfer books of the
Company of the Company Shares that were outstanding
immediately prior <o the Zffective Time.

(d) Fracr-~nal Sharae, Notwithstanding any
other provision of this Agreement, no fractional shares of
SBC Common Stock will be issued and any holder of record of
Company Shares entitled to receive a fractional share of SBC
Common Stock but Zor this Section 4.2(d) shall be entitled
to receive an amount in cash (without interest) determined
by multiplying such fraction (rounded to the nearest one-
hundredth of a share) by the closing price of a share of SBC
Common Stock, as reported in . New

York City edition, for the last trading day pricr to the
Effective Time. .

(e) 3 4 v Card e i
Steck. Any shares of SBC Common Stock and any portion of
the cash, dividends or other distributions payable with
respect to the SBC Common Stock pursuant <o Section 4.1,
Section 4.2(b) and Section 4.2(d) (including the proceeds of
any investments thereof) that remains unclaimed by the
shareholders of the Company 180 days after the Effective
Time shall be paid to SBC. Any shareholders of the Company
who have not theretofore complied with this Article IV shall
look only to SBC for payment of their shares of SBC Common
Stock and any cash, dividends and other distributions in
respect thereof issuable and/or payable pursuant to
Section 4.1, Section 4.2(b) and Section 4.2(d) upon due
surrender of their Certificates (or affidavits of loss in
lieu thereof), in each case, without any interest thereon.
Notwithstanding the foregoing, none of SBC, the Surviving
Corporation, the Exchange Agent or any other Person shall be
liable to any former holder of Company Shares for any amount

NYI12523: 181850.10 -ge-



S & public =-f£fic.al cursuant 2

.............. ascheat -r similar _aws.
(£ Losn, “k~ian ~» Noerw~vyerd Care-<i~arae In
the event anv ":zrz=Zl:3ts sznall have ceen _0St, stclen or

destroved, :pen <ne making of an affidavit of chat Zact by
the Person claiming zucs Certificate to be lost, stelen or
destroved ana :tne ¢csting by such Person of a bond in the
form customar-., requizea by SBC as indemnity against any
claim that may ce maae :=gainst it with respect to such
Certificate, :3C will issue the shares of SBC Common Stock,
and the Excnange Agent w1ll issue any unpaid dividends or
other distritut.cns and any cash payment in lieu of a
fractional share in respect thereof, issuable and/or payable
in exchange Z-r sucn .ost, stolen or destroyed Certificace
pursuant =o zhis ~rtizlz2 I7 upon due surrender 2f and

deliveraple -z zespec:t :I the Company Shares represented by

such Certificate pursuant to this Agreement, in each case,
without interest.

(g} AfL: . arae. Notwithstanding anything
herein to the ~ontrary, Certificates surrendered for
exchange by any "affililate" (as determined pursuant to Sec-
tion 6.7) of zhe Company shall not be exchanged until SBC

has received a written agreement from such Person as
provided in Section 6.7 hereof.

4.3. Discanravre! Rights. No Dissenting
Shareholder shall be entitled to shares of SBC Common Stock
or cash in lieu <f fractisnal shares thereof or anv
dividends or cther zZistr:butions pursuant zo this Article IV

unless and until the noider thereof shall have failed to

perfect or shail have effectively withdrawn or lost such
holder's right to dissent from the Merger under the CBCA,
and any Dissenting Shareholder shall be entitled to receive
only the payment provided by Section 33-856 of the CBCA with
respect to Company Shares owned by such Dissenting
Shareholder. Unless the cbligation of the Company under
Section 4.5 to establish an Escrow Account has been waived
by SBC, such payment shall be made from the Escrow Account
in accordance with Section 4.5. If any Person who would
otherwise be deemed a Dissenting Shareholder shall have
failed properly to perfect or shall have effectively
withdrawn or lost the right to dissent with respect to any
Company Shares, such shares shall thereupon be treated as
though such shares had been converted into shares of SBC
Common Stock pursuant to Section 4.1 hereof and any cash in
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lieu of £frac:to:cnal shares, iividenas c5r cther Zistributions
as crovicdea cn J.Z hereoi. The Company shall give
SBC ..) promzt writtan rnotize of any <issenters’' dZemands for
payment, sttempted withdrawais ef such demands and any cther
inst-uments :erved tursuant o appiicable law received by
the Company :e;atzn <> dissenters' rights and (ii) the
opportunity o rect all negotiations with respec: to
dissenters under -he T3CA. The Company shall not, without
the prior wric:z2n consent of SBC, voluntarily make any
payment with cespect o any demands for payment by Dissent-
ing Sharehoiders, offer o settle or settle any such demands
or approve zny withdrawal of such demands.

e 53cw-

4.4. Adinsrcmenre ra Sravent 0Nilution. In the
event that grior o the-Effective Time there is a change in
the number -I Tompany Shares or shares of SBC Common Stock
Or securities convertible or exchangeable into or exercis-
able for Company Shares or shares of SBC Common Stock issued
and cutstanding as a result of a distribution, reclassifica-
tion, stock =pii:t {including a reverse split}, stock
dividend or distribution, or other similar transaction, the

Exchange Rati> shall be equitably adjusted to eliminate the
effects of such event.

4.5. Escrow Account for Savment of Dissentezrsl
Demands _and T-ansfar Tayxee. Pursuant to an escrow agreement
to be entered into by the Company with an escrow agent
selected by mutual agreement of the Company and SBC (the
"Esczow Agent”', in a form reasonably acceptable to SBC (the
"Escrow Agreseman=®'  unless SBC shall elect. in its sole
discretion, :o waive the Company's obligations under this
Section 4.5 and shall notify the Company of such election,
the Company shall, immediately prior to the Effective Time,
deposit in an account with the Escrow Agent (the "Escrow
Account”) funds sufficient in the aggregate to pay all
Dissenting Shareholders who as of such time shall have
satisfied all applicable requirements under the CBCA to ‘
demand payment for their Dissenting Shares the amounts the
Company estimates to be the fair value of such Dissenting
Shares plus accrued interest in accordance with Section 33~
865(a) of the CBCA, and any Transfer Taxes (as defined
herein) attributable to the Merger. These funds will be
released from the Escrow Account, upon certification by the
Company, (i) to make any payment to which a Dissenting
Shareholder shall then be entitled under the CBCA, whether
pursuant to'the procedures specified in Part XIII thereof, -a
final judgment of a court of competent jurisdiction or any
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other agreemen: w1Th such Cissenting Sharenolder; ii) to
pay any Transizr Tixes that -Seccme ravable under zny
applicable state, .ocal, Zoreign or provincial Zaw: or

(11i) to the C:ompany, upon the Company’s reasonable deter-
Company’s oblizations in
respect cf the zmounts specified in clause ‘i) (with respect
to all Dissent-ng Shareholders) and clause (ii) of this
Section 4.5 have feen fully satisfied. All payments pur-
suant to clause ‘1) above shall include interest accrued
since the Effective Time in accordance with the CBCA. The
Escrow Agreement shall permit the Escrow Agent to invest the
funds in the Escrow Account as directed by the Company.

ARTICLE V

Representations and Warranties

5.1. acantati Warr ioe Af *

company, SBC :nd Marzcer Syb. Except as set forth in the
corresponding sections or subsections of the disclosure
letter, dated the date hereocf, delivered by the Company to
SBC or by SBC to the Company (each a "Disclosure Lattar”®,
and the "Company Disciosure Lettrer" and the "SBC Disclosure
lLettar", respectively), as the case may be, the Company
{except for references in subparagraphs (a), (b)(ii) and (¢}
below to documents made available or disclosed by SBC to the
Company) hereby represents and warrants to SBC and Merger
Sub, and SBC (except for references in subparagraphs (a),
(b) (ii) and (c) beiow to documents made available or
disclosed by the Company to SBC), on behalf of itseif and

Merger Sub, hereby represents and warrants to the Company,
that:

(a) Qrganization, Good Standing and Oualificaz
tion. Each of it and its Subsidiaries is a corporation duly
organized, validly existing and in good standing under the
laws of its respective jurisdiction of organization and has
all requisite corporate or similar power and authority to
own and operate its properties and assets and to carry on
its business as presently conducted and is qualified to do
business and is in good standing as a foreign corporation in
each jurisdiction where the ownership or operation of its
properties or conduct of its business requires such qualifi-
cation, except where the failure to be so qualified or in
good standing is not, when taken together with all other
such failures, reascnably likely to have a Material Adverse

NY12525: 131830.10 -11-



Sffecrt 35 zefin2d CZesicwl n Lt.

Tt has made svailizble to
znd t> the Company, in the
rrect copy of its certificate

SBC{fin the zzze I the Ilompany,

case of S3C, : .:mn:ete and <2

of incorgcraczocn ane Ty-i1aws, =ach as amended to date. Such
certificates =% inccrsoratisn and by-iaws as so made
available zre -z Zuil

Zorce and effect.

As used in this Agreement, (i) the term
"Subsidiary" means, with respect to the Company, 3SBC or
Merger Sub, zs the tase may be, any entity, whether incor-
porated or unincorporated, of which at least f£ifty percent
of the securities cr ownership interests having by their
terms ordinary voting power <o elect at least fifty percent
of the board <i directors or other Persons performing
similar functocns s directly or indirectly owned by such
party or by cne or nore <f 1ts respective Subsidiaries or by
such party and any one or more of its respective Subsidi-
aries, (ii) the term "Marerial Addveree Fffect” means, with
respect to any Person, a material adverse effect on the
total enterprise value of such Person and its Subsidiaries,
taken as a whole, other than effects or changes resulting
from the execution of this Agreement or the announcement
thereof or relating to (I) the telecommunications industry
generally, (II) the national economy generally or (A} with
respect to SBC only, the economy of the southwestern United
States and California, taken together, generally or (B) with
respect to the Company only, the economy of New England
generally or (III) the securities markets generally, and
(iii) reference to "the other party" means, with respect to

the Company, ZBC and means, with respect to SBC, the
Company.

(b) e * = 3 . \Y + .
(i) Other than (A} the filings pursuant to Section 1.3,
{(B) the notification under the Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended (the "HSR Rgt"), the
Exchange Act and the Securities Act of 1933, as amended (the
"Securities nce"), (C) the filings and/or notices to comply
with state securities or "blue-sky" laws, (D) the necessary
notices to and, if any, approvals of the Federal Communica-
tions Commission ("ECC”) pursuant to the Communications Act
of 1934, as amended, and (E) the necessary notices to and
necessary approvals, if any, of the state public utility
commissions or similar state regulatory bodies (each a
"PUC") identified in its respective Disclosure Letter
pursuant to applfcable state laws regulating the telephone,

mobile cellular, paging, cable television or other telecom-
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munlcatisns cusiness "Ypiliieise ©

aws"' (such Zilings and/or
notices cf I2C teinc zhe "IRC Taqui-ed c-on=aence’ and of the
Company teing <he "Zampany Sequiceq Zongenns), no notices,
reports or <ther Zilings zre recu;:eu to be made by it to or
with, nor =re znv =-c5nsents, -e

trations, approvals, per-
equi:ec t2 pe optained by it from,

r regulatory authority, court, agency,
commission, zodyvy cr other governmental entity ("GQovernmenral
Entity"), in cocnnection with the execution and delivery of
this Agreement and the Stock Option Agreement by it and the
consummation by it of the Merger and the other transactions
contemplated hereby and thereby, except those that the
failure to make or obtain are not, individually or in the
aggregate, reasonably likely to have a Material Adverse
Effect on it cr <o prevent, or materially impair its ability
to effect, the ccnsummation by it of the transactions con-
templated by this Agreement or the Stock Opticn Agreement.

mits or autn::;:=t;cns
any goverrmental ©

(i) The execution, delivery and
performance of this Agreement and the Stock Option Agreement

by it do not, and the consummation by it of the Merger and

the other transactions contemplated hereby and thereby will

not, constitute or result in (A) a breach or violation of,
or a default under, its certificate of incorporation or by-
laws or the comparable governing instruments of any of its
"Significanr Subs=idiaries", as such term is defined in

Rule 1.02(w) of Regulation S-X promulgated under the
Securities Exchange Act of 1934, as amended (the "Ixchange
BeLt"), (B) a breach or violation of, a default under, the
acceleration of any obligations or the creation of a lien,
pledge, securicy interest or other encumbrance on itsS assets
or the assets of any of its Subsidiaries (with or without
notice, lapse of time or both) pursuant to, any agreement,
lease, contract, note, mortgage, indenture, arrangement or
other obligation ("Contract=") binding upon it or any of its
Subsidiaries or any Law (as defined in Section 5.1(h)) or
governmental or non-governmental permit or license to which
it or any of its Subsidiaries is subject or (C) any change
in the rights or obligations of any party under any of its
Contracts, except, in the case of clause (B) or (C) above,
for any breach, violation, default, acceleration, creation
or change that, individually or in the aggregate, is not
reasonably likely to have a Material Adverse Effect on it or
to prevent, or materially impair its ability to effect, the
consummation by it of the transactions contemplated by this
Agreement or the Stock Option Agreement. The Company
Disclosure letter, with respect to the Company, and the SBC
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______ . Wl1th zespect :to SBC, szets IsrIn a correct
and complilete _.3T :-f ail Tsntractsz of it anag .lts Subsidi-
aries requizea =2 te Iilea as material -OontIact 2xhibits
under the Zvcnange ~<ct and tursuant to> which consents or

waivers are :r may e required crisr =5 consummaticn of the
transactions :ccntempiated Sy this Agreement or the Stock
Option Agreement . whether or not subject to the exception
set forth with -espect =5 clauses (B} and /C) above).

{e) Qree; T : S S. It has made
available to the other 'party each registration statement,

report, proxy statement or information statement prepared by
it since Decemper 21, 3996 the "3udit Date”"), including its

Annual Repor: sn form 10-K for the year ended December 31,
1996 in the Zzrm ‘including exhibits, annexes and any amend-
ments therets; Ziled with the Securizies and Exchange
Commission ;:the "SEC"' (coilectively, inciuding any such
reports filed subsequent to the date hereof, its "Reporrs").
As of their respective dates, its Reports did not contain
any untrue statement of a material fact or omit to state a
material fact -equired to be stated therein or necessary to
make the statements made therein, in the light of the
circumstances :in which they were made, not misleading. Each
of the consoclidated balance sheets included in or incor-
porated by reference into its Reports (including the related
notes and schedules) fairly presents the consoclidated
financial position of it and its Subsidiaries as of its date
and each of the consolidated statements of income and of
cash flows included in or incorporated by reference into its
Reports (inciuding any related notes and schedules) fairly
presents the consolidated results of operations and cash
flows of it and its Subsidiaries for the periods set forth
therein (subject, in the case of unaudited statements, tO
notes and normal year-end audit adjustments that will not be
material in amount or effect), in each case in accordance
with generally accepted accounting principles ("GRAR") con-~
sistently applied during the periods involved, except as may
be noted therein. Since the Audit Date, it and each of its
Subsidiaries required to make filings under Utilities Laws
has filed with the applicable PUCs or the FCC, as the case
may be, all material forms, statements, reports and
documents (including exhibits, annexes and any amendments
thereto) required to be filed by them, and each such filing
complied in all material respects with all applicable laws,
rules and regulations, other than such failures to file and
non~compliance that are, individually or in the aggregate.,
not reasonably likely to have a Material Adverse Effect on
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it or =2 crevent, -r materszily
effect, the :casummatizn cy it of
plated by =ais ~greement cor the Stock Cption Agreement. To
its knowliedzce, :s cf the date hereof, no Person or "Jroup”
"beneficialil, -wns" =3 cr more cf its cutstanding voting
securities, with the t=rms "benerficially owns” and "3roup"
having the meanings sscribed to them under Rule 12d-3 and
Rule 12d-3 under the ZIxchange Act.

impalr 1ts apiliity 2
the Tzansactions caontem-

to
20

(d) nge cervsin C Except as dis-

closed in its Reports filed prior to the date hereof or as
expressly contemplated by this Agreement, since the Audit
Date it and i:ts Subsidiaries have conducted their respective
businesses only in the ordinary and usual course of such
businesses, and there has not been (i) any change in the
financial ccnaition, zusiness or resuits of operations of it
and its Subs:diaries, except those changes that sre not,
individually or in the aggregate, reasonably likely to have
a Material Adverse Effect on it:; (ii) any damage, destruc-
tion or other casualty loss with respect to any asset or
property owned, leased or otherwise used by it or any of its
Subsidiaries, whether or not covered by insurance, which
damage, destruction or loss is reasonably likely, individ-
ually or in the aggregate, after taking into account any
insurance coverage, to have a Material Adverse Effect on it;
(1ii) any declaration, setting aside or payment of any divi-
dend or other distribution in respect of its capital stock,
except publicly announced regular quarterly cash dividends
on its common stock and, in the case of SBC, dividends in
SBC Common Stock:; or (iv) any change by it in accounting
principles, cract:ices or methods except as required by GAAP.

(e) Litigarion and Liabilities. Except as dis-
closed in its Reports filed prior to the date hereof, there
are no (i) civil, criminal or administrative actions, suits,
claims, hearings, investigations or proceedings
("Litigation”) pending or, to the knowledge of its executive
officers, threatened against it or any of its Affiliates (as
defined in Rule 12b-2 under the Exchange Act) or (ii) obli-
gations or liabilities, whether or not accrued, contingent
or otherwise, including those relating to matters involving
any Eanvironmental Law (as defined in Section 5.2(e)), that
are reasonably likely to result in any claims against or
obligations or liabilities of it or any of its Affiliates,
except for those that are not, individually or in the
aggregate, ceasonably likely to have a Material Adverse
Effect on it or to prevent, or materially impair its ability
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to effacz, :the :zasummatizcn iz

tempiated kv tnis ~Jreement the Ztock Cption Agreement;
Rrovided, <hat Z:or curposes this paragraph ‘e} ro
Litigaticn zrising sfter zhe date nereof shall be deemed to
have 3z Mater:.:z!

Litigation or a2ny ralevant part :thereof! 1s based cn this
Agreement cr tihe transactions contemplated herebpy.

~f “he Tzansac:T.ons ccn-~

 H S

0 o

(£) Acccunting, Tax and Sequliatonyv Matiers. As
of the date hereof, neither it nor any of its affiliates (as
determined in accordance with Section 6.7) has taken or
agreed to take any action, nor do its executive officers
have any actuai knowledge of any fact or circumstance, that
would prevent SBC from accounting for the business
combination to be effected by the Merger as a "pooliing-of-
interests" or rrevent zhe Merger from qualifying as a

"reorganizat:.cn” wWithin the meaning of Section 268(a) of the
Code.

(g) Taxes. It and each of its Subsidiaries
have prepared in good faith and duly and timely filed
(taking into account any extension of time within which to
file) all material Tax Returns (as defined below) required
to be filed by any of them and all such filed Tax Returns
are complete and accurate in all material respects and:

(1) it and each of its Subsidiaries have paid all Taxes (as
defined below) that are shown as due on such filed Tax
Returns or that it or any of its Subsidiaries is obligated
to withhold from amounts owing to any employee, creditor or
third party, except with respect to matters contested in
good faith or for such amounts that, alone or in the
aggregate, are not reasonably likely to have a Material
Adverse Effect on it; (ii) as of the date hereof, there are
not pending or, to the actual knowledge of its executive
officers, threatened, in writing, any audits, examinations,
investigations or other proceedings in respect of Taxes or
Tax matters: and (iii) there are not, to the actual knowl-
edge of its executive officers, any unresolved gquestions or
claims concerning its or any of its Subsidiaries' Tax
liability that are reasonably likely to have a Material
Adverse Effect on it. Neither it nor any of its Subsidi-
aries has any liability with respect to income, franchise or
similar Taxes in excess of the amounts accrued in respect
thereof that are reflected in the financial statements
included in its Reports, except such excess liabilities as

are not, individually or in the aggregate, reasonably likely
to have a Material Adverse Effect on it.
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As .zed .o Iniz Agreement, 'x) the Itsrm "Zax”

(inciuding, .i1Tn TsTrsliztive meaning, -he terms "Zaxas", and
"Taxaple"! .zciuses a.l Zaderal, state, local and ISreign
income, srofizz, ZIzancnize, Jross raceipts, environmencal,
customs dut;, :c3iplTii IISCK, severance, stamp, savrslil,

i e

sales, empic.ment, .nem vment, disapility, use, property,
withholding, =xcize, zsrcduction, value added, transfer,
occupancy anc cther -ixes, duties or assessments cf any
nature whatscever, together with all interest, penaities and
additions impcsed with respect to such amounts and any
interest in respect oI such penalties and additions, and

(y) the term "Tax feru-a" includes all returns, amended
returns and reports 'including elections, declarations,
disclosures, :scnedules, =2stimates and information returns)

required to ce suppilaa <5 a Tax authority relating to
Taxes.

(h) Aol i I Except as set forth
in its Reporz=z filea prior to the date hereof, the busi-
nesses of eacn 2I .I ana its Subsidiaries have not been, and
are not beinz, -onduc:t2a in violation of any law, statute,
ordinance, r-equlation, :udgment, order, decree, injunction,
arbitration award, license, authorization, opinion, agency
requirement -r permit of any Governmental Entity or common
law (collectively, "Laws"), except for violations that are
not, individually or in the aggregate, reasonably likely to
have a Material Adverse Effect on it or to prevent, or
materially impair its ability to effect, the consummation by
it of the transactions contemplated by this Agreement or the
Stock Option Agreement. Except as set forth in its Reports
filed prior zo the date nereof, as of the date hereof no
investigation or review oy any Governmental Entity with
respect to it or any of its Subsidiaries is pending or, to
the actual knowledge of its executive officers, threatened,
nor has any Governmental Entity indicated an intention to
conduct the same, except for those the outcome of which are
not, individually or in the aggregate, reasonably likely to
have a Material Adverse Effect on it or to prevent, or
materially impair its ability to effect, the consummation by
it of the transactions contemplated by this Agreement or the
Stock Option Agreement. To the actual knowledge of its
executive officers, as of the date hereof no material change
is required in its or any of its Subsidiaries' processes,
properties or procedures in connection with any such Lawa,
and it has not received any notice or communication of any
material noncompliance with any such Laws that has not been
cured as of the date hereof, except for such changes and
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nonccmplilance That ire nst, Lndividuaily or In the
aggregate, -sasonadbly Likeiy ©5 have 3 Material idverse
Effect on i: -z =2 crevent, cr materizlly impair Ilis ability
to effect, :ne :-cnsummaticon oy Lt of the transactisns con-
templilated £y This igreement or the Itcck Cption Agreement.

Bach of it and i:s Subsidiaries has all permits, licenses,
franchises, ~ariinces, z=xemptions, orders and other Jovern-~
mental authcrizaticns, consents and approvals (collectively,
"Parmits=") necessary => conduct their business as presently
conducted, except Io5r those the absence of which are not,

individually or in the aggregate, reasonably likely to have
a Material Adverse Effect on it.

S.2. racanTars - J *a
company. Except s set Iorth in the corresponding sections
or subsectizns of tne Ilompany Disclosure Letter, the Company
hereby represents ana warrants to SBC and Merger Sub that:

Taw N -

(a) Cap.-3l Strucrure. The authorized capital
stock of the T:cmpany consists of 300,000,000 Company Shares,
of which 66,666,268 Company Shares were issued and cutstand-
ing and 2,230,586 Company Shares were held in treasury as of
the close of business cn December 31, 1997; 2,000,000 shares
of preferred stock, gar value $50.00 per share (the
“Preferred charec”"), of which no shares were outstanding as
of the close of business on December 31, 1997; and
$0,000,000 shares of preference stock, par value $1.00 per
share (the "2refsrance Share«”), of which no shares were
outstanding as of December 31, 1997. All of the outstanding
Company Shares have been duly authorized and are validly
issued, fully paid and nonassessable. Other than
2,000,000 Preference Shares, designated "Series A Junior
Participating Preference Stock", reserved for issuance
pursuant to the Rights Agreement, dated as of December 11,
1996, between the Company and State Street Bank and Trust
Company, as Rights Agent (the "Rights Agrsement”), Company
Shares reserved for issuance pursuant to the Stock Optian
Agreement and Company Shares reserved for issuance as set
forth below or which may be issued in accordance with
Section 6.1(a), the Company has no Company Shares, Preferred
Shares or Preference Shares reserved for issuance. As of
December 31, 1997, there were not more than 6,650,000 Com-
pany Shares reserved for issuance pursuant to the Company's
1986 Stock Option Plan, 1995 Stock Incentive Plan, Non-
Employee Director Stock Plan, Incentive Award Deferral Plan
and 1996 Non-Emp;oyee Director ‘Stock Plan (collectively, the
»Stock Plans<"). - Each of the ocutstanding shares of capital
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stock or cther :zacuritiss c¢f each c¢f che Company's
Significant Zubsidiar:ss is duly authorizea, validly issued,
fully paid znd nonassessaple and cwned ty the Company or a
direct or -ndirec:t wnollv-owned Subsidiary of the Company,
free and cliear =-f any lien, pledge, zecuczity interest, claim
or other encumprance. ZIxcept as set Sorth above and except
for Company Shares and options to purchase Company Shares
which may be issued in accordance with Section 6.1({a),
neither the Company nor any of its Subsidiaries has any
obligation with respect to any preemptive or other outstand-
ing rights (other than stock appreciation rights in respect
of not more than 40,000 Company Shares), options, warrants,
conversion rights, stock appreciation rights, redemption
rights, repurchase rights, agreements, arrangements or
commitments to issue or sell any shares of capital stock or
other securities of the Company or any of its Significant
Subsidiaries or any securities or obligations convertible or
exchangeable into or exercisable for, or giving any Person a
right to subscribe for or acquire, any securities of the
Company or any of its Significant Subsidiaries, and no
securities or obligations evidencing such rights are
authorized, issued or cutstanding. The Company Shares
issuable pursuant to the Stock Option Agreement have been
duly reserved for issuance by the Company, and upon any
issuance of such Company Shares in accordance with the tarms
of the Stock Option Agreement, such Company Shares will be
duly and validly issued and fully paid and nonassessable.
The Company does not have outstanding any bonds, debentures,
notes or other obligations the holders of which have the
right to vote (or convertible into or exercisable for

securities having the right to vote) with the shareholders
of the Company on any macter.

(b) RaA'H

The Company has all requisite corporate power and authority
and has taken all corporate action necessary in order to
execute, deliver and perform its obligations under this
Agreement and the Stock Option Agreement and to consummate,
subject only to approval of this Agreement by the holders of
two-thirds of the ocutstanding Company Shares (the "Company
Reguisite Vore") and the Company Required Consents, the
Merger. Each of this Agreement and the Stock Option Agree-~
ment has been duly executed and delivered by the Company and
is a valid and binding agreement of the Company enforceable
against the Company in accordance with its terms, subject to
bankruptcy, insolvency, fraudulent transfer, reorganization,
moratorium and similar laws of general applicability
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:e_atznu =2 cr 2ffscting creditcors' rights znd 12 general

H _he "zinrpo--w—o' ;nd :'qll! -os f:::a;i Qn“) .
The boarc 2% z:recesz:z c -he Ccmpany (A) has adopted this
Agreement :nc :cproved -he Merger and the other transactions

contempiatec ~z2repy, '3) nas apprcved the executioh and
deiivery of =ne

~|-~c

s Cpticn Agreement and () has ceceived
the opinicn of i:ts financial advisors, Salomon Smith Barney
Inc., in a ustomary form and to the effect that the Merger
Consideraticn to ce received by.the holders of the Company

Shares.in the Me:qer is fair teo such holders from- a.
financial pcznt of vxew.

(e) Eﬂidﬂ&ﬂLﬁ:ﬂﬁiil&-
(1) . .'A copy of each bonus, deferred

compensaticn, sension, retirement, profit-sharing, thrift,
savings, empiovee stock ownership, stock bonus, stock
purchase, restricted stock, stock option, employment,
termination, severance, compensation, medicai, health or
other material plan, agreement, policy or arrangement that
covers emplovee directers, former employees or former
directors of :i: and its Subsidiaries (its "Compensation_and
Benefit ®lans”' and any trust agreements or insurance
contracts forming a part of such Compensation and Benefit
Plans has been made available by the Company to SBC prior to
the date hereof and each such Compensation and Benefit Plan

is listed in Section S5.2(c) of the Company Disclosure
Letter.

(ii) All of its Compensation and Benefit
Plans are in substantial compiiance with all applicable law,
including the Code and the Employee Retirement Income
Security Act of 1974, as amended ("ERISA") with the
exception of any instances of non-compliance that are not,
individually or in the aggregate, reasonably likely to have
a Material Adverse Effect on the Company.  Each of its
Compensation and Benefit Plans that is an "employee pension
benefit plan” within the meaning of Section 3(2) of ERISA

(a "Pansion ©lan") and that is intended to be qualified
under Section 401(a) of the Code has received a favorable
do:erminaticn letter from the Internal Revenue Service (the
"IRS"), and it is not ‘aware of any circumstances likely to
result in revocation.of any such favorable determination
letter. As -of the .date hereof, there is no pending oxr, to
the knowledge of its executive officers, threatened in
“writing material litigation relating to.its Compensation
and Benefit Plans. Neither it nor any Subsidiary has
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angaged .o 2
Compensat:.zn :na Senefi: Slans that, assuming the tixable

period of sucn -zansactidn expired as of the date nereof,

would subject .z =r any cf its Subsiciaries tO a material
Zax or penai:, .mpcsea v either Sect:ozn 4975 of the Code or
Section 302 :: ZRIS:

>z ZEISA zna that is reasonably likely =5 have a

- e e ey ws W

fiLi; As of the date hereof, no _iability
under Subtizis < or D of Title IV of ERISA (other than the
payment of proscect:ve premium amounts to the Pension
Benefit Guaranty Corporation in the normal course) has been
or is expectad -5 be incurred by it or any Subsidiary with
respect to any ongoing, Srozen or terminated "singie-
employer plan”, within the meaning of Section 4001 (a) (13) of
ERISA, currentiy ~r Zsrmeriy maintained by any of them, or
the single-emricver cian of any entity which is considered
one employer with it under Section 4001 of ERISA or
Section 414 of the Tode (its "ERISA Affiliate") (each such
single-empicver clan, -ts "ERISA Affiliate Plan"). No
notice of a "reporzable event", within the meaning of
Section 4043 of ERISA for which the 30-day reporting
requirement has not been waived, has been required to be
filed for any of its Pension Plans or any of its ERISA
Affiliate Plans within the l2-month period ending on the
date hereof or will be required to be filed in connection
with the transactions contemplated by this Agreement.

(ivy Neither any of its Pension Plans
nor any of its ERISA Affiliate Plans has an "accumulated
..... ‘whether or not waived) within the
meaning of Section 412 of the Code or Section 302 of ERISA.
Neither it nor its Subsidiaries has provided, or is required
to provide, security to any of its Pension Plans or to any

of its ERISA Affiliate Plans pursuant to Section 401({a) (29)
of the Code.

(v) The consummation of the Merger (Qr
its approval by its shareholders) and the other transactions
contemplated by this Agreement and the Stock Option
Agreement will not (x) entitle any of its employees or
directors or any employees of its Subsidiaries to severance
pay, directly or indirectly, upon termination of employment,
(y) accelerate the time of payment or vesting or trigger any
payment of compensaticn or benefits under, increase the
amount payable or trigger any other material obligation
pursuant to, any of its Compensation and Benefit Plans or
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(2) result - any cre

o creacn :r violaticn of, 5r & default
under, any << its Ccmpensatisn and Senerfit Flans.
{vi} Since the Audit Zate, =2Xcept as

provided Z5r nsre:n, .n the Company Disclosure lLetter Or as

disclosed in :he Company’s Reports filed crior to the date
hereof, there rnas not teen any increase in the compensation
payable or that could beccme payable by it or any of its
Subsidiaries 5 officers or key employees or any amendment
of any of its Compensation and Benefit Plans other than
increases or amendments in the ordinary course.

T (d) Qyer Starur The Board of Directors

of the Company, including a majority of the non-employee
directors of the Company, has duly adopted resolutions
approving the Merger, :the Stock Option Agreement and the
transactions contempiatea hereby and therepy and
specifically naming SBC and its existing and future
affiliates or associates (as such terms are defined under
Section 33-840 and 23-843 of the CBCA). Such resolutions
satisfy the requirements of Sections 23-842(c) (1) and 33~
844 (a) of the CBCA, are by their terms irrevocable, and have
not been amended or modified in any manner. The provisions
of Sections 23-841 and 33-844 of the CBCA doc not and will
not apply to the Merger or the other transactions
contemplated by this Agreement or the Stock Option
Agreement. No other "fair price,"” "moratorium,"” "control
share acquisition” or other similar anti-takeover statute or
regulation (each a "Takegver Statute”) as in effect on the
date hereof or any anti-takeover provision in the Company's
certificate of incorporation and by-laws is applicable to
the Company, the Company Shares, the Merger or the other

transactions contemplated by this Agreement or the Stock
Option Agreement.

(@) Envizonmental Matters. Except as disclosed
in its Reports filed prior to the date hereof and except for
such matters that, individually or in the aggregate, are not
reasonably likely to have a Material Adverse Effect on it:
(1) each of it and its Subsidiaries has complied with all
applicable Environmental Laws (as defined below); (ii) the
properties currently owned or operated by it or any of its
Subsidiaries (including soils, any groundwater underlying
such properties, surface water, buildings or other
structures) are not contaminated with any Hazardous
Substances (as defined below) at levels that require

investigation or cleanup under applicable Env;zqnmsntal
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